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Fill Up With Ethanol?

One Obsta,d? Is Bl.g..,o_ﬂ

Rules Keep a Key Fuel
Out of Some Stations;

Car Makers Push Back

By LAURA Mx-:cxum

i Presxdent Bush, domestxc auto mak
ers, farmers and others tout ethanol as
a home-grown alternative to imported
oil. Across the Midwest, plants that
make the fuel out of corn are multiply-
ing at a torrid pace. Yet so far, only a

tiny fraction of U.S. service stations let’

a driver fill up with ethanol, There are

anumber of reasons, but one big one is
‘resistance from oil companies.
.-Although some oil executives voice
ithusiasm for alternative fuels, oil-
pany. pohmes make it harder for
Ny service stations to stock a fuel
-called E85, a blend of 85% ethanol and
| 15% gasoline,

arrier to wider use of the ethanol
fuel. Demand is limited ;by the small
nuriber of vehicles that can burn it—
‘only about 5% of those on the road in
America. It can be slightly costlier to
‘burn E85, even though it costs less per
.gallon, because.a.car doesn’t go as far
on a gallon of the ethanol fuel as on gas-

These policies are hardly the only

oline, These demand restraints would
limit service-station owners® enthusi-

asm for spending on the equipment -

needed Lo offer ESS even if the policies
of the oil companies were not.a factor.

Eut thosze policies add a significant -
extra obstacle, Oil eampanios Jose .

sales every time a driver chooses E&S,
and they employ a variety of tactics
that help keep the fuel out ol stations
that bear the company name. For in-
stance, franchises sometimes are Te-
quired to purchase all the fuelﬂlﬁyse]l

from the oil company. Since oil compa- |

nies generally don't sell E85; the sta-
tions can’t either, unless the company

- gTants an exception and lets l.hem hu:r :
a I'mm Another supplier, = ] ;
- ontracts SomEhIH.E"lLI'IlIE udmnjs

u:lg ‘of EBSand restrict the usgof credit

cardsto pay forit. Some require; that.

any E55 pump beon‘a soparite island,

ot under the main canapy. E
il eompanies say they will allow
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stations to sell E85,but they must have -
certain rules for the protection of cus-
tomers and protection of their brand.
They call the Testrictions reasonable
and in some cases necessary to make
sure-drivers don’t-fill up with E85 1f
their vehicle can’t biurn it.” -~ -

. __Most of the U,Ss 170,000 fuel sta-
tions-aren’t: -owneéd by 011 compames
but are either franchised from them or .
independent. Less than 1% stock E8S.
Some experts say that to really take
hiild and be seen as o viable alternative
to gasoline, the fuel woiild have to be
ayailable at, rc:ugh]].r, 10% of .stalmm.

Targeting. Stations

Those FE[S]'IJII[: for ethanol are tar-

geting two very different types of fuel
stations: those runby big retailers like
Kroper'Od; and Wal- -Mart Stores Inc.,’
EIJ'I.dH]IjEpllmillﬁt ones owned by small
businesses. Those represent the big-'
gest and smallest of businesses, but
have one t!:u.ngmmmman_ 'lfhejr amn"t
under the thumbof the o1l industry”

Nearly half of the ‘gazoling =old in
the 1.5 does have some ethanol indr -
il companiestontinely useitasanad-"
ditive, typically at 10% ethanol 1 90%
gasoline because the corn-based fucl
burns eleaner. The Hending enables .
companies to meet government smop-
reduction rules. They also'add ethanol -
becanse of afederal mandate on'the in-
dustry as awhole, requiring that it usa
2 certain amaunt ot'“renemble .fuﬂs

in its products, i b

Among those pressing fur-mdﬁr
use ofiEA5 are domestic auto makers,”
especially Ford Motor Co.and General
Motors Corp.Ethanol isone ENETEY ini-
tiative where thiy're.out in Trontof
Japanese car makers. While. Toyota ™
Motor Corp. end Honda Motor Co. are
kngwn for their gasoline-glectric hy-
brids, Detroit, which has been heavily
critleized for its sales of gas guzzlers,
is Tar ghead in making “floxible-Tus]™

vehicles that can bu.m mﬂmr gasu'lmg

orethanal.

jor-brand gasaline retallersi in l]mu_s
that sell EBS. Owner Phil Becker says -
the governor wanted the state's wehi-
clestouse EBS and targéted his station
2% a popular stop for state workers, He
says BP PLC let him pet the fuel froma”
non-BE supplier,.and the Tineis Corn

Growers. ‘Association .- gave’ him-,.

$100,000 :for new tanks and pumps
that BP ‘required,”.
.“Because I've got E85: and we've ad-

vertlsed it,we've'had four or five farm- -

ers that traded their trucks 1o’ getEBS
vehicles,” Mr. Becker says; ..

Exxon Mobﬂ Corp ’'s standard con-
tract ‘with Exxon stations bars them
from buying fuel from-anybody but it-:
self, and it doesn’t sell E85.-A spokes-
‘woman for Exxon Mobil says it makes
exceptlons icase by case. * -

-Evenif one‘is granted, the statlon
must follow rules including -one that
says E85"must be dispensed from its -
OWr unit, not part.of an exxstmg multl— :

_hose dlsnenser “This minimizes cus-
tomer eonfusion arcund vehicle com-

patibility is5ues and maintains prod-
uct quality integrity,” says the spokes-
woman, Prem Nair.

A ConocoPhillips memo to franchi-
sees says the company doesn't allow
E&5 sales on the primary island, under
the covered canopy where gnsaann is
sold. Stations must find anather spat.
Asdresult, itisn'tguite as simple for 8
driver todecide on the spor of the mo-
ment to fill up with E85. ConocoPhil-
lips déclings to.comment.

A Ohevron Corp. agrecment with
franchisees also appears todiscourage
sélling ERS under the main canopy. Tt~
says dE:I].E‘I‘S-ﬂffEIUlg dlternative fucls
cannof *deceiye the piblicaas to the
source of the product,”a phrase that
SOMme grag- stat:nn interests interprat to

“mpan that B85 can’t be sold under the -

main canopy. Chevron says It récom-

~mends, ‘but doesn't require, that ESS

pu.mpsb& outsidethe canopy. :
{Chevron says it requires Chnvrnn—

 and Texaco-branded stations to keep

“ES57off their primary signs listing
fuel prices. To show the fuel's price,
and -alert approaching -drivers that
E&5 i5:for-sale, the stations have to
erra-ti @ sepamta sigm.

Mﬁre Expenswe

. Another Chevron récommendation
makes it much more éxpensive fora
station to uffEI'EBE atall. Stations usu-
ally have three tanks, for the throe pas-
oline grndﬂs, rl:gular mid-grade and
premiwm: The easiest way to offer B85
in addition to these three isto convert

; thenud-gmu:[e tank to’ B85 Such s sta-
InDwight,Iil., Bcﬂhr:r'.s I‘.'Punlnter* -
state 55 15 one ul‘Ju.qI afowdozenma-

tion can still offer mid gradr_ gnsu!uuz,
becanse - “blendor pump? can mix
ﬁamércgu]nn.:msnmn'prnnﬂum and
miid-grade will comie put of the hose,
But Chevron's agreement with sta-

- tiom owners recommends they install

newpumps and tanks at thelr owd ex-
pense if they want to stock E85. Doing
50.can cost mare than .‘520& 000 per
‘station; according ‘to a fuel-station,

{tradegroup in Washington state called

utomofive United Trades Orgamza-
tloh. -Chevron 'says it requires special
tanks only if they’re r}egglgd for safety.

=70l éoripaies also require stations-
" tostock all three grades, meaning sta-



One Obstacle Is Big Oil Companies
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tions maynot simply replace a low-sell-
ing mid-grade with E85.

At BP, guidelines for stations that
carry the company name bar any men-
tion-of E&85'on signs on gasoline dis-
pensers, perimeter signs or light
poles. The stations also can't let buy-

£r5 use pay-at<the-pump credit-card

machings.

Selling ERS is “not impossible—it's
just that theéy really kind of hassle you
to not put itin,” says Ron Lamberty,
who owns two stations in South Da-
kota, one a BP station. Mr. Lamberty

doesn’t sell E&S, even though he is di-

rectorof market development for the
American Coalition for Ethanol, He
eays -he is looking Into adding the fuel
to his'BP station in Sioux Falls.

Mr. Lamberty mocks BPs “Beyond
FPetrolenm® slogan: “1t's ‘beyond petro-
leum® but mot-so far beyond petroleum
that it would contain anything but pe-
troleam,” -he says.

BP zays its guidelines are jn place
5o customers redlize the mostly etha-
nolfuel isn’t & BP product. The com-
pany also bars stations from selling it
under another brand name, such as
VEBS, ‘the brand of a maker in Brook-
ings, 5.0, called VeraSun Energy Corp.

A BF spokesman, Scott Dean, says, -

"When you've got 97% of your custom-
ers unable to use the prodoct, you
want to be wery, very sure it is very
early advertised.” He says BF bought
718 million gallons of ethanol last year
to Hlend into WS, gasoline in small
amounts. *BF is one of the largest if

not the largest purveyor of biofuels in -

the U.S, and theworld,” Mr. Dean says.
'EBS also faces barriers having noth-
ing to do with Big 0il, like the limited
number of gars that can burn it. Domes-

tie anto makers have vowed to double
production of flex-fuel vehicles to
about two million a year by 2010 and
tomake half of their new vehicles sold
in America E85-capable by 2012.

‘While the fuel usually costs less, it~

canbe costlier to drivers because they

get about 25% ftewer miles per gallon
from ethanol than from gasoline. At a
pro-ethanol group called the Iowa Re-
newable Fuels Association, Executive
Director Monte Shaw estimates that
E85 has to be at least 20 to 30 cents a
gallon cheaper to compete with gaso-
line on price.

Iowa statewide average prices ona
recent day were $2.18 a gallon for reg-
ular gasoline and $1.97 for E8S, ac-
cording to a Department of Energy
Web site. Because E85 is less energy-
intensive, the site said, it would cost
the average owner of a big Chevy
Tahoe SUV about $2,364 a year to

fuel it with E85, and $1,935 to fuel it

with regular gasoline.

Creating a Conflict
The price of ethanol has risen in the
past year, partly because of demand

" from oil companies that want it for an.-

additive. This usage creates some-
thing of a conflict for big ethanol pro-
ducers like Archer-Daniels-Midland
Co. Their main ethanol customers are
the oil companies. Customers for E85
are far smaller and more fragmented.

ADM, whose yearly output of 1.1 bil-
liongallons is more than 20% of the do-
mestic ethanol market, says it ishappy
tosell E85if someone wants it, but that

_is a “very small” part of its busmess

“Near term, we have focused more at-
tention on the” additive side, says an
ADM executive, Edward Harjehausen.

Even the main ethanol lobbying
group in Washington, the Renewable

‘Fuels Association, has focused mostly

on developing the market for the fuel
as an additive. “If you-have a pump
that sells E85 but you don’t have cus-
tomers pulling up to that pump, why
do you want to bother?” says Bob De-
neen, its chief lobbyist.

A few smaller producers do ac-
tively promote E85, such as VeraSun,
which seeks to establish a branded
E85. But even the smaller producers
sell the bulk of their output for blend-
ing as a gasoline additive.

Because ethanol is more corrosive
than gasoline; there’s some concern it
could leak out of a standard dispens-
ing system and spark a fire. No E85 dis-
pensing system—nozzles, hoses,
pumps~has been certified by Under-
writers Laboratories, the organization
that tests the safety of products.

In October, UL suspended certifica-
tion of ‘parts that had been certified
for use in E85 systems. Though there
hadn’t been any reports of problems,
UL said it decided it needed to do its
own safety research. Results aren’t ex-
pected intil late this year.

Among those trying to overcome

obstacles to E85 are the domestic
auto makers. They have built flex-fuel
vehicles for years because doing so
gives them “credits” in their efforts to
meet federal fuel-economy standards.
Without the credits, Ford and GM
wouldn’t have met mileage goals for
light trucks in 2003, 2004 and 2005
and would have owed fines. The mile-
age goals pose a bigger challenge to
Detroit because of its heavy reliance

" on large, thirsty vehicles. Foreign

makers generally haven’t resorted to
building flex-fuel cars to meet the
mileage goals.

‘For Detroit, the credits applied
even if the ﬂex—fuel cars they built
never actually burned ethanol. For a
long time, the auto makers said little
about ethanol, and many owners of
flex-fuel cars didn’t know they had .

-them. But when gasoline prices surged .

in 2005 and 2006, GM and Ford saw
their flex-fuel cars as a way to counter
their image as gas-guzzler makers.
Both .began promotional cam-
paigns, such as one in which GM gave
buyers in Chicago and Minneapolis
$1,000 gift cards good for E85. GM be-

-gan to work with state officials to find

grants:to pay for installing pumping
equipment. It has helped add E85 to
235 stations. Ford helped pay for in-
stalling 50 pumps so someone could
drive from Chicago to Kansas City
while filling up only with E85.

Among ethanol backers’ recruits
are two grocery chains. Kroger in-
stalled E85 at about 40 stations in Ohio
and Texas. Privately held Meijer Inc.
did the same in Michigan and Indiana.

- Wal-Mart could provide a signifi-
cant boost. It said last year it was con-
sidering selling E85 at its 388 com-
pany-owned stations but hasn’t made
a decision.

The U.S. tax code acts as a stimulus,
Service-station owners can get a
credit of up to $30,000 for their out-
lays to convert-equipment to sell E85.

Some states have done their bit to
spur the market. New York enacted a
bill last year that barred oil companies
from requiring stations to buy all of
their fuel from the companies.

“In the Albany area, station owner
Christian King has begun selling E85
at one of his three Mobil outlets and

‘plans to do'soat a second. He says Mo-

bil’s restrictions still mean he can’t
put the price of E85 on the main sign or
let drivers charge it on their Mobil
credit cards. . -

Adding E85 “is a personal thing,”
Mr. King says. “I’'m trying to do any-
thing I can to reduce our dependence
on fotelgn oil. And if this thing kicks
off, I'm in a position to benefi it.”



